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PROCEEDINGS
(12:20am.)

CHAIRMAN WOQOD: Good morning. This meeting of
the Federal Energy Regulatory Commission will come to order
to consder the matters which have been posted in accordance
with the Government in the Sunshine Act for thistime and
place. Would you pleasejoin mein the pledge to the flag
followed by a moment of sllence for our men and womenin
Irag.

(Pledge of Allegiance recited and moment of
slence observed.)

CHAIRMAN WOOD: Thank you. We have afull plate
today. Well sart, as we dways do, with the Secretary.
Madame Secretary.

SECRETARY SALAS. Good morning, Mr. Chairman,
good morning Commissioners. Let mefirst note for the
record that since the issuance of the Sunshine Notice on
March 19th, the Commission voted to add the following items
to today's agenda; E-23, E-24, E-25, and E-26.

The following items have been struck ance the
Issuance of the Sunshine notice. E-7, E-22, G-1, G-2, G-3,
G-27,G-28, C-1, C-2 and C-5.

Mr. Chairman and Commissioners, your consent
agendafor thismorning isasfollows

ElectricitemsE-2, 3, 4, 5, 6, 8, 9, 10, 12, 14,



15, 16, and 20.

GasitemsG-4, G-5,G6, 7, 8,9, 10, 11, 12, 13,
14, 15, 17, 19, 21, 22, 23, 24, 25, 26, and 29.

Hydro items H- 3, certificates C-3, C-4, and C-5
and C-6.

Again, the certificate items for the Consent
Agendaare C-3, C-4, and C-6.

| note for the record that for E-16, Commissioner
Brownell isdissenting in part and concurring in part with a
separate satement. And Commissioner Massey votes first
this morning.

COMMISSIONER MASSEY: Aye.

COMMISSIONER BROWNELL: Aye, noting the dissent
on E-16.

CHAIRMAN WOOQOD: And aye.

| would like to before we depart from the consent
point out there were a number of sgnificant items that but
for the other items on today's agenda we would have taked
about but | would cdl those to the public's attention.
E-10 Midwest 1SO, we have moved the Midwest 1SO closer to
market operaionsin goproving certain elements of its
market monitoring plan.

E-12 we approved Dynegy's Intracorporate
Reorganization.

In G-5 and G-6, we hdd in the case of firs



impression on Caesar Oil Fipeline and Produce Oil Pipdine
that are non-discriminatory open access mandate. Section
five of the Outer Continental Shelf Land Act, an ol

pipeline may operate as a contract carrier as opposed to a
common carrier given the sgnificance of the deep water gulf
asasource of oil and the need for investment to accessto
that source.

And in G-26, Naturd Gas Pipeline Company, we
continued in our development of congstent policies
regarding the balance of creditworthiness standards between
the pipdine and its shipper customers by gpproving, with
some modifications, the creditworthiness tariff language
that was filed back in October.

We are d 0 issuing certificates today to Energy
West Development to convert a products pipdine in Montana
and Wyoming to natural gas which | know will help to get
that gas out of the basis and into the nationd grid, and to
Egan Hub Partners to increase aggregate operating storage
cgpacity a its Jennings sorage facility in Louisana

o life goes on but we have an important item
that we are looking at today, an important basket of items.
I'd liketo just start in atypicd fashion with an opening
satement here. Our remaining actions on today's agenda
arise from the severe disruption that took place in the

energy markets of the Western United States three years ago.



Asnoted by an earlier Commission, the markedly
lower availability of hydropower that summer shifted
sgnificance rdiance to natura gas-fired power generation,
particularly in Cdifornia, which had two years before
revised its power market structure.

The increased natura gas demand was not easly
handled by the naturd gasinfrastructure. The rules that
governed the revised Cdiforniamarket were not well-suited
for supply congtrained markets, and as we will lay out more
fully today, this environment did alow certain market
participants to take advantage of customersin both
commodity markets.

Today we take up, as promised, the Big Four
dockets related to eventsin the western power and gas
markets of 2000 and 2001. A tremendous amount of work on
market participants by our staff of adminigrative law
judges has gotten us to this point today, and I'm grateful
for the subgtantia effort made by dl.

One basket of itemsthat related to the El Paso
Natura Gas Pipdine Company has been removed from our
decisonmaking today. Last week, parties on both sides of
the CPCU versus El Paso case requested that we postpone
action today due to a settlement in principd that the
parties have reached. Because the settled itemsin this

case may affect a separate set of complaints regarding the



alocation of capacity on El Paso Pipdine and a certificate
application to add new capacity to the pipe. These items
have been struck as well.

Sincethe ord argument in CPUC versus El Pasoin
early December in thisroom, staff and Commissioners have
been immersed in substantial review of thiscase. | want to
particularly thank those who worked hard on the record
including through the holiday season to put together an
exceptiondly clear and thorough andlysis and an order.

The second of the items we will take up today is
the Staff Report on its investigation into the Western
Energy Markets. In that report, which we will hear next, a
number of issues reaing to gas and power markets were
taken up in subgtantial detail. Staff has made 31
recommendations in that report for Commission action. We
will discuss each of these recommendations. Some of those
we will act on today; others will be taken up shortly.

A centrd conclusion of the Staff report is that
markets for naturd gas and power in Cdiforniaare closdy
tied together and that the dysfunction in each head off one
another.

The firgt part of the Staff Report focuses on
issues in the gas markets, particularly upon reliance on
reported gas price indices to establish the appropriate

mitigating market clearing price in the Cdifornia Refund



Proceeding.

Concerned by the potentid for these indices to
be manipulated, Staff raised thisissue in the interim
report released in August of last year. The Commission,
after that time, asked for public comments on the saff's
recommendations. Based on further evidence uncovered during
the Staff investigation and by other agenciesinvestigating
these issues that there has been manipulation.

Today we adopt arevised version of Staff's
August recommendation to adjust the gas price methodology
used in the California refund proceedings caculation of the
mitigated market clearing price, while a the same time,
alowing suppliers to be made whole for their actua gas
purchases upon a showing to the Commission of their actua
daily gas codts.

The Staff Report aso, as directed, performed an
extensve study on the correlation between spot markets and
forward markets and concluded that thereisa Satigticaly
sgnificant linkage between spot prices and shorter term
one-to-year contracts. The Staff report aso reviews
numerous other issues in the western power marketsincluding
the Enron strategies and the role of Enron's on-linetrading
platform.

Based on the study performed by the Cdifornia

I ndependent System Operator, a number of market



participants, both FERC-regulated and non- FERC-regulated,
have been identified as having engaged in these Strategies

and entered into business reationships with Enron that

raise concerns.

Under our current law, the Commission can seek
disgorgement of profitsin these cases provided thet a
violaion of other than an exiding tariff isshown. The
Staff Report dso identifies other potentid past violations
of tariffs. In addition to the Staff'sinvedigation, a
number of partiesin the hundred-day discovery process
initiated in November have identified many of the same
events aswell as other items. These were filed with the
Commission of March 3rd, and responded to on March 20th.

As Staff will outline later, our review of this
subgtantid volume of filingsis not complete. We will not
vote out enforcement orders on these issues until we can
combine theissues raised in those pleadings with those
being reported in today's Staff Report. The identified
companies are listed in the Staff Report.

While our review continues, the Commission will
be seeking immediate comment from parties on the tariff
language that the Staff Report identified as being
applicable to the potentid violations. We will consider
today draft show cause orders to revoke market-based rate

authority for four power marketers, Enron Power Marketing,



Inc., Enron Energy Services, Inc., Rdiant Energy Services,
Inc., and BP Energy Company. We aso consder show cause
orders to terminate the gas marketing certificates for eight
companies, Bridge Line Gas Marketing LLC, Citrus Trading
Corporation, ENA, acompany LLC; Enron Canada Corp., Enron
Compression Services Company, Enron Energy Services, Inc.,
Enron MWLLC, and Enron North America Corp. Wewill get an
update from Staff who have been diligently reviewing the
voluminous record that came in this month from many parties
during the hundred day discovery process.

We plan to follow up on some new physica
withholding issuesraised in that process. Separately, we
will dso post the Staff Andlysis of the recent Cdlifornia
Public Utility Commission Report on generator withholding.
We will dso, later this afternoon, make available to the
public through our Internet website, the Staff report and
the records of the Staff investigation in both rounds of the
100-day discovery process.

| should note that other agencies are dso
pursuing Smilar actions based on asmilar st of factsand
summing up the second item of the Big Four. | must thank
Don Gelinas and Rich Armstrong and their many collaborators
on the Staff team who have investigated this past year and
dedicated their professond careersin the past 13 months

to the investigation, analyss, and preparation in this
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exhaustive report.

| dso want to thank Jennifer Shepherd and her
team here on Staff for ther intengve review of the filings
in the Hundred Day discovery process this past month. While
much of the materid was duplicative of Staff's findings,
there are some new items we received and they are il
reviewing those.

The third item on today's docket, | should say
the third of the Big Four, is the Cdifornia Refund
Proceeding, which is based on Judge Birchman's findings
issued last November based on the complaint filed in August
of 2000. The Commission, in December of 2000, issued an
extensve order deeming that the spot marketsin the
Cdifornia PX and Cdifornia | SO were dysfunctiond.

Based on that order, the Commission, in July
2001, ordered that the clearing prices experienced during
those dysfunctional markets, be mitigated to the levels that
would have been experienced had atruly competitive market
continued to operate. In the July 2001 Order, the
Commisson established a formula that would be used to
cdculate the mitigated market clearing price from the
earliest possible refund effective date October 2nd, 2000
through June 21t of 2001, when aforward-looking mitigation
plan became effective.

A versgon of that plan continuesin effect today
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across the entire western interconnection.  The draft order
on Judge Birchman's findings largely afirms his cdl on the
host of issues that he addressed after the hearing last
year. But subgtitute staff recommended gas price treatment
for the spot gas price indices that were used to run the
numbers a the hearing.

Thisissue raised by the Staff's interim report
last August was subject to comment last fdl, and today we
conclude that it is appropriate to adjust the gas price
proxy used to caculate the mitigated market clearing price
while a the same time dlowing suppliers to be made whole
for the actud gas purchases upon a showing to the
Commission of their actud gas codts.

This showing may be made by suppliersin the next
45 days and will be subject to an on-the-record review
before the final refund determinations are finalized this
summer. Thisaction will increase the leve of refunds from
the levd cdculated by Judge Birchman in the hearing.

Our find series of casestoday relateto a
series of contracts entered into during the 2000-2001 time
frame between suppliers and customersin thewest. These
include the October 2000 complaint by Puget Sound Energy
relaing to spot markets in the specific northwest which
were the subject of an earlier referra to Judge Carman

Cintron. A complaint regarding the term contracts between
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Nevada Power, Sierra Pecific, Southern California Water
Company and the Snohomish PUD againgt a number of sdlers
which was aso handled by Judge Cintron.

In another complaint regarding long-term
contracts between Cdifornia Department of Water Resources
and anumber of sdlers, which was handled by Judge Bobby
Joe McCartney. Weintend to discuss the interplay of these
requests to abrogate contracts with the applicable standard
of review for such actions, and with the Staff's report's
finding of the correlation between the spot market
dysfunction and short term contracts.

In addition to the orders we adopt today, there
will be other orders and some follow-on proceedings to fully
address these three groups of items. These will be handled
in coming weeks.

| thank our very hard working steff for their
contribution in andyzing and debating these very important
issues over the past severd months, and | thank them in
advance for the work that remains. Bill and Nora, | know
that we three are looking at these issues perhaps a bit
differently but | appreciate the shared sense of seriousness
and dedication to just outcomes that we bring to the table.

23

We are dl committed here to atimely resolution

of al these issues based on the record and on the law.



Since our decisons will undoubtedly undergo judicid

review, we are a'so committed to taking the necessary steps
in collaboration with our Sster regulators, public

officids, and the indudtry to ensure that cusomersin dl

parts of the country never have to experience this sort of
falure again.

| would like to ask Mr. Gdlinas and Mr. Armstrong
to proceed with our report on the Staff's investigation
initiated in February of 2002.

SECRETARY SALAS: Mr. Chairman, | would note for
the record that thisitem is E- 18, Fact Finding
Investigation and Professiona Manipulating of Electric and
Natural Gas Prices. Presentation by Don Gelinas,
accompanied by Rich Armstrong.

CHAIRMAN WOQOD: Let meask before we do that if
my colleagues want to add anything before we jump in for the
day.

COMMISSIONER MASSEY: Chairman Wood, | have great
respect for the leadership that you have brought to this
Commisson. You and Commissioner Brownell have gpproached
al these complex issues with professondism, integrity,
intelligence and a ancere desire to do theright thing to
ensure that justice is done and to see that the public
interest isserved. That doesn't mean that three of us

agree on each and every policy cdl and detail, but we
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certainly agree on much, aswill be demongtrated today.
Today's meseting is bittersweet for me. No one
needs reminding that | have served on this Commission for
amogt ten years and | have cast a number of votes related
to the western dectricity criss. Asameaculpa, |
confess that a number of years ago, | voted to approve the
flawed Cdiforniamarket design that became the breeding
ground for the massive market fallure that occurred during
2000-2001. It was ahomegrown market desgn, overly and
tragicdly rdiant on last minute markets that could be
eadly gained. The blueprint was enacted by the State
Legidature, championed by the Governor at thetime. All
pleaded for aregiona deference which this agency provided.
| think that was mistake number one and was
certainly understandable that the Commission would defer to
amarket design that seemed so popular in Cdifornia. In
retrospect, it was amistake. Nonetheless mistake number
two occurred early inthe crisis. Power that had been
offered for $30 per megawatt hour was now sdlling at $750 or
even higher. Matters were quickly spinning out of control.
Allegations of manipulation and price gouging abounded. It
seemed clear that the market was dysfunctiond, that prices
were not just and reasonable, and | believe that we should
have intervened forcefully early on to stop the economic

carnage. Thiswas not amarket at work.
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Fortunately, the Commission did findly actin
June 2001 to provide full time price controls throughout the
western markets. Y et by that point, severe economic pan
and damage had been experienced. Ther€'s plenty of blameto
go around for thiscriss. And today's Staff Report will
discussin detall the role of market manipulation.

Y et, we must learn from the mistakes of the past
S0 that history does not repest itself. As Chairman Wood
dluded to, this Agency must never again gpprove a market
design that is so utterly flawed, even for the laudable goa
of regiond deference.

And if, despite our best efforts, amarket spins
out of control, we must forcefully intervene with price
controls, if necessary. Market participants and state
commissions are counting on this agency to carry out its
datutory obligation to ensure that markets are well
structured and functiond, prices are just and reasonable
and consumers protected.

But back to my story. The falout continued.
Long-term contracts at the extraordinarily high prices were
negotiated during a criss when it gppeared that spot prices
would rage out of control for a sustained period of time
without relief. When the spot price is $500 or more, a
long-term contract at $250 seemed like a pretty good dedl.

Yet, how isit possble to negotiate ajust and reasonable

16



long-term contract when the benchmark for negotiations, the
spot priceisraging out of control with no ending in sight.
3
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The Commisson has explicitly recognized the
correlation between spot prices and long-term pricesin a
number of Orders, and | understand that Mr. Gelinas will say
more about that issue this morning.

At the outset, | said that today is bitter-swest.
| have discussed the bitter. The sweet isthat under
Chairman Wood's leadership, the Commission is coming to
gripswith thiscrigs. | think the Commission sent avery
forceful message to Mr. Gdlinas and hisinvestigatory team
to leave no stone unturned, to follow every lead, to follow
each credible dlegation to ground.

His report will spur a number of new proceedings
to dedl with the remedy, economic and physical withholding
and credible findings of market manipulation and abuse.

The Commission is dill reviewing the massive
file that arose from the so-called 100 days of discovery
proceeding. We will give serious attention to the evidence
that discovery produced, and will take into account in
effectuating remedies. The action we will take today to
remedy economic -- we will actudly take in the future to
remedy economic withholding that occurred before October
2nd. Thisis particularly important, because it holds the
promise of effective remedies for tariff violations
occurring during the Summer and Fall of 2000, before the

refund effective date.
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The same s true with respect to credible
dlegations and findings of market manipulation or physicd
withholding. We will effectuate gppropriate and meaningful
remedies where we find such misconduct.

So | fed more confident that we are on the right
road. | have great respect for the Gelinas report, for the
work of his g&ff, for his recommendations. Thank you very
much. We must continue to pursue these matters and
effectuate appropriate remedies as soon as reasonably
possible, so that consumers, market participants, state and
local lawmakers, policymakers, can fed that economic
justice has been done and can have more certainty about the
future. Thank you, Mr. Chairman.

CHAIRMAN WOQD: Thank you, Bill. Nora?

COMMISSIONER BROWNELL: Bill, I have to say that
we certainly gppreciate the sense of history and experience
that you've brought to the discussions, and certainly the
Chairman's leadership, and, indeed, while you both
acknowledge that we don't dways approach these from the
same perspective and we don't dways agree on the answvers, |
think that the work of the Staff, which hasinformed us, and
the work that we've done together, brings us along way
towards bringing some degree of findity to the issues that
you've raised.

The issues before us today are difficult,

19



contentious, messy, and complicated. They are based on an
enormous record that is often contradictory, very involved,
and in some instances, based on dlegations unsupported by
fact and poor record keeping, not to mention that the record
continues to grow and evolve and was largely devel oped
sgnificantly after the fact, with lots of hindsight and
reinterpretation.
Further, the records are peppered with
conclusions about behavior in the marketplace that assumes a
market in equilibrium a al times. That's not true for any
market at any time, and it is the furthest thing from the
truth in the Western markets, starting in early 2000.
Thereis plenty of blame to go around, and | hope
that the historians and consultants have afield day
assgning that blame, but our job is different.
Our job isto hold market participants
accountable to the law and to the record. Our jobisnot to
do the politicaly correct thing, whatever that might be,
and | certainly don't know what it is.
Rather, our job isto enforce the rules as they
exig. Our job isnot to arbitrarily apply rules
retroactively; rather, our job isto design the rules that
will protect future markets from chaos and the potentia for
abuse.

But, mos importantly, our job isto assure that

20



customers are never again put a risk by a combination of
dysfunctiond markets, inconsstent and inadequate rules,
insufficient and inadequate infrastructure, with market
monitors who are unwilling or unable to act.

Customers are due jutice; customers are due
closure, customers are due a commitment to build for the
future. And, indeed, while we had al hoped that today
would bring complete closure and certainty, thereare a
number of tasks that continue before us, but | do believe
that the combination of Orders that we are gpproving and
Ordersthat will be forthcoming, do, in fact, go along way
toward providing the resolution for the past, and |
encourage the parties not to be stuck on what they agree or
disagree on with the past to the excluson of developing the
future.

We have learned lessons, we have learned that, in
fact, there are imperfect markets. We have learned, | fear,
that dysfunction breeds dysfunction, and the chdlenge
before us in the 100-day discovery and the overwheming
amount of materia we got in response to that, is to sort
through what is a dysfunction that was based on intent to
harm the market, what was the real effect on markets that
were flawed, and what is, in fact, a dysfunctiona response,
which I know Don is going to talk about, in adysfunctiona

marketplace?

21



So we do have very complicated work before us,
but | think that today we have much that we can tdll the
customers who are owed the explanations that we have been
waiting for. | look forward to working through the tough
issues that will come, and | hope we can do so quickly and
expeditioudly.

Y ou pointed out, Mr. Chairman, that, in fact, the
rest of our agendais moving forward, and | want to assure

theres of theworld that it is. But | would liketo

devote as many resources as we can to working through these

next issues quickly.

| think we owe it to oursdlves. | think we owe
it to the marketplace. | think we owe it to investors, and
| think we owe it to other public policymakers. Thank you.

CHAIRMAN WOQD: Thank you both. With that,
fellows, the carpet iswide and red, so wak on it.

MR. GELINAS: Mr. Chairman and Commissoners,
good morning. Asthelead of thisinvestigation, I'm here
today to brief you on our 13 months of inquiry into price
manipulation in the Western Markets.

(Slide)

MR. GELINAS: Our report, which will be made
available today, is some 400 pages long.

(Slide)

MR. GELINAS: Asthe Chairman noted, it has over
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30 recommendetions which are summarized in the last four
pages of the Executive Summary. This morning, I'm going to
try to go over some of the mgor findings and
recommendations that we have offered for your consideration.

Our investigation has found evidence of
manipulation of both the dectricity and naturd gas markets
in the West, as those markets were inextricably
interrel ated.

We propose a series of both company-specific and
generic remedies to address both the market flaws and the
abuses that we found in our investigation.

(Slide)

MR. GELINAS. Beginning with gas, our findings
are that spot gas prices at the Caifornia border reflected
extraordinary basis differentias that far exceeded the cost
of trangportation. The dysfunctionsin the natura gas and
electricity markets fed off of each other, but there was a
critica misperception that the Topock delivery point was
liquid, that, in fact, asingle company's trading activity
involving rapid-fire, high-volume trading, many times above
its needs, singlehandedly led to an increase of about $8.50
per MmBtu in the critica month of December.

(Slide)

MR. GELINAS. Market participants attempted to

manipulate published indices, through what | can only



characterize as epidemic, false reporting and lack of
internal controls,

Spot gas prices, quite frankly, were not the
product of awdl-functioning, competitive market. For that
reason, we recommend, as the Chairman has discussed earlier,
that spot gas prices for the Cdifornia refund proceeding
used in computing the market clearing price, be based on
producing area costs plus transportation.

We estimate that this will reduce the cost of gas
by about $7.00 per MmBtu in the North, about $4 in the
South, for an average of about $5.50 per MmBtu. That said,
many generators paid high spot gas prices. Wedso
recommend, therefore, that they be able to recover their
actud, verifiable invoiced dally gas codts, but on a
dollar-for-dollar basis, not as part of the clearing price.

(Slide)

MR. GELINAS: We have concluded that the Ca SO
and CAL PX tariffs on file have and do now contain anti-
gaming provisons that identify various market abuses such
as taking unfair advantage of market rules, excessve
pricing or bidding, generdly, behavior not consstent with
acompetitive market, and contemplate the impostion of
sanctions and pendlties by this Commission.

We concluded that many of the Enron trading

draegies, various economic withholding and inflated
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bidding patterns we have discovered, dl violated the Cal
SO and Cd PX tariffs and the gaming provisons on file.

We recommended the issuance of a number of show-
cause orders, some of which are before you this morning.
One of our recommendations is that over 30 entities be
directed to show cause why they're engaging in certain Enron
drategies and Enron partnerships, did not congtitute gaming
or other anomalous behavior in violation of the Cal 1SO and
Cd PX taiffs, and why they should not disgorge any profits
received from that misconduct from January 1<t, 2000,
forward.

The companiesinclude AEP, Aquila, Avigta, Cord,
Dynegy, Enron, Idaho Power, LADWP, Mirant, PG& E, Pacificorp,
Portland Genera, Powerex, Reliant, Sempra, Sierra Pacific,
SoCd Edison and Williams.

We recommend aso that Reliant Energy Services
and BP Energy be directed to show cause why their market-
based rate authority should not be revoked, in light of the
gpparent manipulation of eectricity prices a the Pao
Verde trading hub.

(Slide)

MR. GELINAS: | believe we have an Order for your
consderation on that recommendation.

We aso recommended that Enron be directed to

show cause, why its power market-based rate authority and
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its gas blanket marketing certificate should not be revoked
in light of their gaming and manipulation of gas prices and
fallure to disclose changesin their market share.

(Slide)

MR. GELINAS: In the area of dectricity, we
recommend tha certain sdlersin the Cdifornia spot
markets be directed to show cause why their bidding behavior
from May 2000 to October 2000, did not constitute economic
withholding and inflated bidding with disgorgement of
profits, dl inviolation of the Ca 1SO and PX taiffs.

These companiesare: Enron, BPA, Dynegy, Idaho
Power, LADWP, Mirant, PowerEx, Reliant, and Williams.

(Slide)

MR. GELINAS: With respect to long-term
contracts, we conclude that market dysfunctionsin the
Cdifornia short-term markets affected long-term contracts,
that our andysis shows that spot power prices correlate
farly agnificantly, especidly with long-term contracts of
one to two years in duration.

We have concluded that spot pricesin the
Northwest during January to June of 2001 gppear considerably
out of line with input costs, and we recommend that our
andysesin this regard be remanded to the ALJsto inform
their proceedings in these matters.

(Side)
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MR. GELINAS: Inthe areaof generic
recommendations, we recommend that Section 284 of the
regulations be amended to provide for explicit guiddines or
prohibitions for trading gas under blanket certificates.

We recommend that you consider ageneric
proceeding to develop gppropriate reporting and monitoring
requirements for sdlers of natura gas under those blanket
certificates.

We recommend that market-based rate authorities
and natural gas certificates be conditioned on companies
providing complete, accurate, and honest information to this
Commission, to market monitors and to price indices.

(Slide)

MR. GELINAS: We recommend that only actudl trade
data be used to congtruct price indices; that firms
publishing the data sent to firms publishing these indices
be provided by arisk management office, not part of a
trading desk.

We're encouraging standard product definitions
for both gas and dectric price indices, and standard
methods for calculating those indices.

(Slide)

MR. GELINAS: Weére recommending that agroup of
companies who have gone on record as having misreported

prices, make certain demongtrations that they have either
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ceased sdling naturd gas a wholesale, or they have taken
gppropriate measures and put in place, interna controls.

We recommend specific bans of any form of
prearranged wash trading.

(Slide)

MR. GELINAS. We recommend prohibiting affiliate
tradesto indices. We recommend conditioning blanket gas
marketing certificates, as well as market-based rates for
electric products so that sellers whose trading platforms
use only those types of trading platforms, that agree to
provide this Commission with full accessto trade reporting
and audit book information, and adhere to appropriate
monitoring requirements.

Those are the key recommendations and findings.
I'd like to take a minute to identify and thank my team.

(Slide)

MR. GELINAS: John Delaware, my deputy, Rich
Armstrong, Bill Booth, Bob Fanders, Dave Hunger, John
Kroeger, Eugene Lee, Peter Smonyi, Tim Smith, and Marlene
Sen.

They have my eternd thanks. They have my
eternal respect. 1've been in this Commission for 30 years,
and | have never worked with afiner group in my entire
career.

| also want to thank Vaerie Messet, who with
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Grace and Resolve, has managed to dways alow us to produce
thisreport in dl of itsforms, in the mogt difficult
timetables possible.

That's my presentation.

CHAIRMAN WOQD: Thank you, Don, for that,
particularly for dl the work that dlowed you to ditill
that into aten-minute presentation. 1'd like to ask my
colleaguesif they have any questions, thoughts, or
comments? Anything to add? Bill?

COMMISSIONER MASSEY: Don, would you give a
little more thorough explanation of what you found with
respect to the dlegations of economic withholding that
occurred earlier in the period of investigation, before the
refund-effective date?

MR. GELINAS: Certainly, Commissoner. I'll let
Rich, who primarily worked onthat chapter, finish up.
Generdly speaking, from May to October of 2000, we
discovered bidding patterns which were not a dl reflective
or related to cost inputs.

In fact, the correlation was absolutdly inverse.
Asinput costs rose and scarcity increased, bidding actudly
went down. What, in a nutshell, happened between May and
October, was bidding that actually rode the price caps.

In May, when gas was somewherein the #2 to $3

range, many companies were bidding the 750 cap. Asgas
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prices went up and the cap went down, they bid the $500 cap
and as scarcity and costs were greatest in August and
September, again, the bids were at the 250 cap, which was
indituted in August. Rich?

MR. ARMSTRONG: Just to follow up on Don's
remarks, our analysislooked at the market or was at a
market level. And the report talks about economic
withholding and high bidding. It doesn't address physica
withholding.

On top of our analysis, the Cdifornia parties
came in with a more company-specific anayss of ten people,
in-state generators and importers.

What our recommendation is, with the exception of
oneentity -- and that would be Duke -- that the Commission
would ingtitute proceedings for the remaning nine
companies.

MR. GELINAS: Commissoner, that'sit, ina
nutshell.

COMMISSIONER MASSEY: That's very helpful, thank
you.

COMMISSIONER BROWNELL: | had acouple of
questions, and thank you for your hard work and your
patience.

We asked you, fundamentdly -- theinitid charge

was fundamentdly to look at manipulation, perhaps consider



some of the other factors that were going on in the
marketplace, but redly to look a manipuétion; isthat
correct? | just wanted to establish that.

MR. GELINAS. Absolutdly.

COMMISSIONER BROWNELL: You tdk alittle bit
about scarcity and some of the other things and don't get
into any detall about the growth in the Cdifornia
marketplace that kind of picked up 1998, 1999, and the
decline in capacity from 12 percent to five percent,
something like thet.

That redly was not the focus. The focus was
manipulaion.

MR. GELINAS: Actudly, Commissoner, | think
it'sfartosay -- and | tried to make it clear in the
front of the Executive Summary, that, yes, our task wasto
seeif short-term prices in both gas and eectric were
manipulated and if they affected long-term power prices.

But as Commissioner Massey sad, I've been here
for the whole ride mysdlf, and we most certainly conclude
that bad market rules and an imbalance of supply and demand
meade this fertile ground for the manipulation that we found.
| think that without that, ample supply can cure many
attempted manipulations.
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MR. ARMSTRONG: We havein our report the fact
that during 1998 and '99, the average spot pricesin
Cdiforniawere approximately $29 and $31 respectively. So,
with the same market rules in effect in that earlier period,
something happened in 2000.

COMMISSIONER BROWNELL: A lot of things happened
in 2000, asit turnsout. My point was not that you ignored
that, because you cover that in your executive summary. But
the paint is, it's very hard to put aweight on what
affected what most, which iskind of where I'm struggling
with that potential connection between the spot market and
the short-term, and then longer-term marketpl aces.

It's hard for meto get the corrdlationis
causation or viceversa. But let me ask you this. Wetak
about churning quite abit, and churning brings up lots of
nady littleimages. But one of the | think chalengesfor
a least the marketplace largely was that the companies
themselves were being evaluated on volume, not redly
revenues, so there'slots of kind of odd, perverse
incentives out there to do behaviors that might otherwise
look asif they were intending manipulation. |sthat
correct?

MR. GELINAS: | think that's correct. | think
that's particularly correct in wash trading. | think that

to the extent that there was a motivation there, it wasto
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beinthetop ten list.

| think the trading that we found at Topock was
just afunction of anilliquid market with someonewho in
that illiquid market had such a huge presence that buying
volumesway in excess of thelr needs moved the market price.

| think one of our conclusonsis that gas
markets can bethin. They'rencot dl liquid & al times,
asthat isdso truein dectric. And so that premise that
| went into thisinvestigation with for my way of thinking
has been disproven. And our recommendation iswe need to
find away to monitor for when there is not sufficient
liquidity so that atrading pattern that might otherwise be
benign can cause harm to customers.

COMMISSIONER BROWNELL: And I think that was a
point well made in your recommendations. Let me ask you
about Frank Warlock's testimony on May 15th in 2002, where
he redlly kind of reviews a number of standard arbitrage
drategies that you see in many marketplaces, financid
commodity and the energy market, and kind of concludes that
most of these are appropriate strategies for businesses.

| guess where I'm struggling is as we move
forward and try and marry up what you found in your report
and the 100-day discovery and the response to the 100-day
discovery, will we make some effort to kind of isolate the

instances in away that looks at the Stuation that we were
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experiencing a that moment, and then additiondly triesto
meake the connection between what redl impact it had?
Because | think his conclusions and othersis the impact
might not have been this greet, or in some cases, it may

have been in response to something that was happening in the
marketplace that actually had a positive effect.

I'm thinking of the relationship perhaps between
the chronic underscheduling of the incumbents and the
response of the marketplace which was to overschedule. |Is
that what you're recommending in terms of kind of tying
these things together?

MR. GELINAS: Yes. | think if you read the
chapter on the Enron Strategies, wetry to fully explan al
sdes of the underscheduling by the Cdifornia utilities
That was a cost saving strategy that spawned the Fat Boy
srategy for Enron, where that had a counterbalancing
effect.

We a so described the 1SO sort of being in the
middle of that, and actudly | think viewing Fat Boy asa
workaround to a bad market role.

To get back to your earlier comment on the
arbitrage, that would -- the discusson of the Get Shorty
Enron Strategy, which was to have asupply of ancillary
sarvicesin the day ahead market and then buy yoursdf out

of that in red time or on the hour ahead market, what we



weretrying -- or what we do explain in the report is that
inand of itsdf isan arbitrage.

What the Enron strategy was doing was having a
fictitious resource in the day ahead and that is where the
gaming comesin. And to the extent that you bought in the
red time to cover your pogtion, that isthe only thing
that we were recommending that the Commission go &fter, not
alegitimate arbitrage.

COMMISSIONER BROWNELL: And I think you were
careful to make that point, and | think we need to be
careful to make that point as we move forward. Becauseit's
going to be chdlenging, but | think our obligation to sort
through what in fact was alegitimate response to a
functiond or dysfunctional market, what was alegitimate
business opportunity and what in fact was an attempt at
manipulaion.

Then of course weve got to connect the dots to
what the real impact was, as Professor Warlock, who Mike
identifies, Chairman of the Market Surveillance Committee
for the Cdifornial SO. So | think weve had a tough jab,
we have perhgps atougher one going forward and making sure
we can marry up that causation factor.

| will just say dso before we move on, I'm glad
that we're going to ask for comments on what may or may not

have been tariff violations. My reading of the tariff is

35



somewhat different than my colleagues. | can't get that
anomaly equas prohibition. Should have, perhaps, if
history would suggest that weve learned anything. So |
think we redly need to aso be focusing on that.

There are other questions, but you did a great
job under trying circumstances, picky advisors who kept
telling you there was dways a better way to do something,
and how many terabytes, Mr. Terabyte?

MR. GELINAS: Oh, awholelot.

COMMISSIONER BROWNELL: Thank you.

CHAIRMAN WOOD: Thank you, Nora. One question |
think certainly in reading the first four chapters which
focus on gas that do have some critique of the current
pricing system, was there any conclusion about there being a
bias for the manipulation, a bias upward, a bias downward,
or just that it was just not dependable?

MR. GELINAS: There were some of thefalse
reporting that biased the book, but a book could be short or
long. So, therefore, it could be on ether Sde. Frankly,

Mr. Charman, the most difficult aspect of this has been our
inability to get to the trade organizations who reported the
indices so that we get behind the information and answer
that question.

At this point, it could be on ether Sde. We

know thet it's unrdiable and not verifiable, but it could
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be up, it could be down. The bias could be on either sde.

| do know that for the Cdlifornia market, alot of the folks
there sold a index. So if you wanted to attribute a bias,

you might say they might have a bias upward, but then that
would again depend on whether they werelong or short. So
theré's absolutely no way for meto say which Sdeit fals

on. That would be just -- I'd be speculating. And ther€'s
enough speculation. We don't need any more.

CHAIRMAN WOOD: To hop to the end of the report,
| don't redlly remember that it's come up in anybody's
comments, but | know that we did an investigation of --
there was an dlegation that Williams had attempted to
corner the market that was carried in one of the papers.

And we were actudly -- we went in to check that. What did
the staff find on that?

MR. GELINAS: Before| answer that, Mr. Chairman,
I will say Williams was extremely cooperative. | want to
get that out on the record. We were unable to substantiate
those dlegations whatsoever. And we devoted a short but |
think fairly pointed chapter to that a the end of the
report that in our view, Williams did not.

CHAIRMAN WOOD: And what effort did you go
through to reach -- what investigative effort did you go
through to reach that concluson?

MR. GELINAS: In order to reach that conclusion,



we had to look a al of Williams postion and profit and
loss statements for the relevant period to see what
positions they had and what their physical needs were.

Quite frankly, they bought o little gas above
their actua physical needs that the whole notion of someone
cornering amarket with buying a scintilla above their needs
is pretty remote. That's the essence of the conclusionin
Chapter 10.

Rich, did you want to add something?

MR. ARMSTRONG: Yes Just that they roughly
bought the gas that they needed to generate out there. We
looked at their storage. They had storage that wasn't
unusud, and the period of the dlegation was during the
worst months. It was towards the end of 2000, and that's
where we concentrated our anadysis.

CHAIRMAN WOOQOD: Theresalot in hereand | guess
the last month of my life has been lugging around this
report. You've findly now copied it on two-sided paper.

(Laughter.)

CHAIRMAN WOQOD: But when it was one-Sded, it was
agood little piece --

MR. GELINAS: | did that on purpose. | just had
to make it difficult.

CHAIRMAN WOQOD: My hig picture take-away here, |

mean, clearly the context -- and Don probably put it as good



asanybody -- it would have been hard to play these games if

the infrastructure and the rules had been what we seein

other parts of the country. But these games were played.
And | think it is part of our job to not only

address the infrastructure issues which | should admit are

not redly being fully addressed in that part of the

country, athough | do think theré's some incremental

progress. But | think that it's due more to demand being

down than supply being up. But | did see that the hydro

reports actualy ticked back up in the last week, so they're

up from alow point.

COMMISSIONER BROWNELL: But that's God, not

building.

CHAIRMAN WOOQOD: That'sright. And the rules
issue certainly isabig part of what we're talking about in
that part of the country in particular. Status quo didn't
ddiver agood outcome two years ago, and I'm not sure that
alot has been changed. So | do think that while we do
look, as we should, to the past and remedy as we can what
happened, that the forward focus is dtill absolutely
critica. And | do fear that but for another perfect storm,
here we go again.

| do think that alot of the recommendations --
we could go through them one by one, but | think Don

captured them pretty wdl. There are a Sgnificant number
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of what | cal both backstop regulations, changes that we
can make to certificates to our rules, to reporting
requirements that are good policy in every market. And | do
gppreciate that you dl have thought outside the box to

think about how do we redly make sure that these don't
happen again.

So that is certainly alot of work for usto do
in the weeks ahead to do that, as well as the specific
remedia actionsthat are contemplated here. | don't know
if there's any particular items that you al want to tak
about. | don't particularly need to focus on anything since
| think we've hit them largdly, but | do want to invite that
if there's anything that Don hadn't hit or that we haven't
talked about.

MR. GELINAS: | do think, on behdf of the team,
that you hit the nail on the head. | think they're
particularly proud with trying to not just propose remedia
actions for individua behaviors, but to try to propose for
your condderation some changes to our regulations, our
rules, the way we monitor, that would have a congtructive
effect going forward, something we can build on.

And they spent alot of time trying to produce
something here that would be congtructive going forward.

COMMISSIONER MASSEY: Asl seeit, Don, your

report raises some specific dlegations against specific



market participants with respect to very specific issues
like economic withholding, and we will be pursuing thet,
like the Enron Strategies, and we're going to be pursuing
that through separate orders.

But you also take alook at generic market rules,
tariff conditions for the future. And it seemsto methe
theory of that is, why don't weingg that dl the rules
are in place to make sure that the market is going to
function well from the start? And of course, that's the
whole point of the standard market design.

Ther€'s got to be a better way than two-year-old
refund cases, dl the dlegations of abuse because the
market could be abused, dl the uncertainty that arises from
that. Why not, why don't we just ingst that the markets,
both the naturd gas markets -- and you make alot of
recommendations about the indices and what we ought to do
there, which | respect. And | know we're having a
proceeding. Has that been announced publicly?

MR. GELINAS: Yesit has. Onthe 24th.

(Laughter.)

COMMISSIONER MASSEY: Wdll, I'm here to announce

(Laughter.)
COMMISSIONER MASSEY: But good. It'sbeen

announced. On April 24th on the question of the reported
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indices and what should be our policy onthat. But it seems
to me you ded with alot of issues on, you know, how can we
ensure that this doesn't happen again? What rules and
structures do we need to put in place? What tariff
conditions? What rules for behavior do we need to put in
place to make sure that we're not in this mess again?

Because thisisahdl of away to do busness.

We have huge Commission resources devoted to fixing and
making amends for a broken market, and we just can't go
through thisagain.

MR. GELINAS: | certainly don't want to spend
another 13 months at thisagain. And we sort of came to the
conclusion that good rules, good information and timely
monitoring could save us alot of trouble going forward.

CHAIRMAN WOQOD: | think to kind of wrap here, |
do want to -- with some clarity for the outsde world who is
not looking at probably this document yet. The details of
daff recommendations that are summarized in the Executive
Summary arethe 31. Did the number change from 317?

MR. GELINAS: | think that's about right.

CHAIRMAN WOOD: And | would like to say there are

some specific action items here gpart from the forward-
looking fix the rules, amend the certificates type of
proceedings that | would like to kind of lay out soit's

clear.
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The ninth recommendation is that we would require
Dynegy, Aquila, AEP, El Paso Merchant, Williams, Rdliant,
Duke, Mirant, Cord, CM S and Semprato demondtrate that they
no longer sl naturd gas a wholesde or that their
employees, including trading desk heads and managers, who
participated in manipulations or attempted mani pulations of
the published price indices have been disciplined;

That the company has a clear code of conduct in
place for reporting price information;

That al trade data reporting is done by an
entity within the company that does not have afinancia
interest in the published index (preferably the CRO); and

That the company is cooperating fully with any
government agency investigating its past price reporting
practices.

It's my intention to put before the full
Commission an order that would incorporate that
recommendation in the very near future.

On the 13th item, which isto conclude that the
Cal 1S0O and Cd PX tariff anti-gaming and anoma ous market
behavior provisons identify various abuses and misconduct
such as unfar taking advantage of market rules, excessve
pricing or bidding and behavior not conggtent with
competitive markets, that these provisons authorize

imposition of sanctions and pendties by the Commisson,



that they are part of the rate schedules on file, and that

the entities that engaged in them in the identified

practices violated the Cal 1SO and PX filed rate schedules,
that we invite public comment on that issue Snceit informs
some of the activities that were looking at both herein

the Gdlinas investigation and that are raised by the 100-day
evidence, and that arequest for briefing on that will go

out in the next day or so S0 that we have that information
from parties.

On the following pages -- 1'm going to quit
counting the numbers -- and that is subsumed in the
following three sets of proceedings. One would be to direct
certain market participantsidentified in the January 6th,
2003 Ca 1S0 report, and those are listed in footnote 6,
which | believe, Don, you did read those in? Isthat
correct?
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MR. GELINAS: | read agood number of them.
CHAIRMAN WOOD: To show cause why the behavior
did not condtitute a violation of these tariff provisons.
The second batch of items are the ten companies AES,
Williams, Dynegy, Mirant, LADWP, Idaho Power, PowerEx, and
Enron, to show cause why the prices from May to October 2000
did not condtitute economic withholding or inflated bidding,
in violaion of the anti-gaming and anomaous market
behavior provisons. That's related to the briefing, and,
again, for the reasons that a number of these issues were
raised in the 100-day discovery aswell as here,
That we are continuing our review of both the
clams and the responsesto the clams. That may dlow us
to focus these proceedings, if we move forward, to be
productive.
And then thereis athird batch that's related
back to that Cal PX - Cd IS0 tariff provison, arethe
Enron trading strategies, which are redly what we cdl the
Enron business relationships, which are the companies across
the Western Interconnect which are: Energy West, Montana
Power, Puget, PowerEx, City of Redding, Colorado River
Commission, Las Vegas Generation, Avista, Vdley Electric
Association, Public Service of New Mexico, Grant PUD, Gray's
Harbor Paper Company, Modesto Irrigation Didrict, and

Tosco, will be the Enron business ra ationships to show
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cause why they would not condtitute gaming in violaion of
the tariffs.

In amoment, we will take up two of the
recommendations, which are to show cause why a number of
companies, including Enron, should not have their market-
based rate authorization and blanket gas marketing
certificates revoked, and, shortly thereafter, we do not
have before us today, but | will put before the Commission,
an Order for dl jurisdictiond entitiesto file any
agreements with other entities that have characteristics of
the Enron joint partnership agreements, so that they're not
in violation of the statute and regulations.

Before us today, we will consder in amoment,
after were through here, the Reliant and BP Energy show-
cause orders to show cause why their authority to sall power
at market-based rates should not be revoked, based on
activities dleged to have manipulated dectric prices a
the Palo Verde trading point.

We will take up in amoment, the recommendation
dedling with the effects of the findingsin this order on
the proceedings in the Pacific Northwest that were subject
to referra to Judge Cintron over ayear ago.

And let's see, we have recommended to Congress
about enhanced civil pendty authority. Thereisdsoa

recommendation in here that Congress consder giving direct
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authority to afedera agency, which could be the CFTC, or
whoever, to ensure that e ectronic trading platforms for
wholesale sdes of eectric power and natura gas are
monitored and provided market information that's necessary
for price discovery.

And | think that certainly the price discovery
issues are arecurring theme here. And the rest of these, |
believe, are forward-looking and will be taken up in
proceedings that we will initiate in the coming weeks to
amend our rules or to adopt other provisons on gas and
power certificates, to bascally backstop these issues, to
make sure that we are fully and legdly buttressed if that
activity hgppens again.

Is there anything that | missed there?

COMMISSIONER BROWNELL: Just so I'm clear, this
has been atough week. We will adopt largely the
recommendations, particularly those that are prospective.
We will get comment on the tariff provisons and the
interpretation of the tariff provisons as to what was
prohibited and what was not.

We will then, againgt that comment, and including
the 100-day discovery and the response to that, make some
decisons on behaviors that we have identified in the past.

CHAIRMAN WOOD: Correct. That'sthe game plan.

COMMISSIONER MASSEY: May | just mention one
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other issue? It'stheissue of physica withholding, which
| raised before. I'd like to characterize this
appropriately.

| think that the Commission continuesto pursue
that question, whenever credible dlegations arise. | don't
want to disclose something here that will be ingppropriate
to disclose, but I'd like to say that | believe we will
pursue any credible alegations of physicd withholding and
continue to take alook at that and continue to gather
evidence on that.

CHAIRMAN WOQOD: | should add in that regard that
there were some issues in that regard raised in the 100-day
evidence that we have not heretofore seen or taken up, and
S0 we are pursuing that through the appropriate part of our
Agency.

And that was not actudly a part of this report,
but is activity that we are taking care of in the other part
of the Agency. So, thank you for bringing that up.

Okay, we have two Orders today, show causes that
we do need to take up and so | would invite the Staff
related to those to please come forward and lay those out
for us. These werethe late added items E-25 and E-26.

SECRETARY SALAS: Let me note for the record that
thisis E-25, Enron Power Marketing, Inc., and E-26,

Rdiant Energy Searvices. Thisisajoint presentation by



Larry Greenfield, accompanied by Joe Fina, and Ray Goodson,
and Kent Carter.

MR. GREENFIELD: Good afternoon, Mr. Chairman and
Commissioners. Hopefully there's a PowerPoint presentation
with this. Good.

(Slide)

MR. GREENFIELD: Beforeyou today isE-25. There
is an Order that would propose to revoke Enron's market-
based rate and its blanket marketing certificate with
respect to the electric sde of the cain.

As Don has pointed out, based on the evidence
collected and discussed in the Staff final report, it
gppears that Enron used the various so-cdled Enron trading
drategies to game the market.

As aconseguence of thet, the draft Order before
you is E- 25, which would ingtitute a show cause proceeding
before the Commission that is a paper hearing, proposing
revocation of their eectric market-based rate authority.

Turning to the gas Sde of the coin, again, based
on the data collected and the analys's contained in the
Staff find report, it gppears that Enron, again, has
manipulated prices, in this case, gas prices at Henry Hub,
and again, as with the dectric Sde, the Order would
ingtitute a show cause proceeding before the Commission,

i.e., apaper hearing that would propose revocation of their
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gas blanket marketing certificate.

(Slide)

MR. GREENFIELD: Turning to the second Order, E
26, that's an Order involving the proposed revocetion of
Rdiant's and BP Energy's market-based rates. The report
indicates that the -- the Staff's find report, thet is--
indicates that there is evidence that Reliant and BP Energy
gppear to have manipulated dectricity prices a the Pado
Verde trading hub, and as a consequence, would indtitute a
show cause proceeding before the Commission -- again, that's
apaper hearing -- that would propose revocation of Reliant
and BP Energy's eectric market-based rate authority.

Inthisregard, I'd like to thank the folks who
did work on these Orders. In particular, I'd like to thank
Joe Fina, who is Stting to my immediate |eft, and Richard
Howe, who is not here. Unfortunatdly, | neglected to put
his name on the dide, for which, Richard, | owe you abject
gpologies.

In addition, 1'd like to express my gppreciaion
to Andre Goodson and Kent Carter, who are seated to my |eft
and right, aswedll as Don Gelinas, Rich Armstrong, Marlene
Sein, and Jennifer Shepherd, who dl contributed to this
effort. Thank you.

CHAIRMAN WOQOD: Thank you, Larry. | just want to

say that with regard to these two, in particular, I'm pretty



disgppointed at this kind of activity, that this happensin
our markets.

| guess | look forward to hearing what the excuse
is, but my mind is il dightly open on this suff, but
thisis not the activity that | associate with good old
American commerce, not even from tough competitors on the
edge.

Thisis attivity that, as pled here, ishighly
disruptive to markets. It certainly violates some of the
technica aspects of the law, but at its core, it'san
assault on the spirit of the markets, and | do think it's
incumbent on us to do up these things quickly and invite as
much input as possble before making adecision.

But | am disgppointed with what has been found.

COMMISSIONER BROWNELL: Maybe one or more members
of the Staff can give alittle description of whét, exactly,
was found, so that people who haven't seen this, understand
what it is that were commenting on.

MR. GREENFELD: Let me, | suppose, take a crack
at that. With respect to Enron, on the eectric side, it
bascaly had to do with the various Enron trading
drategies that were outlined before, things such asthe
report highlights conduct such as the so-called ricochet or
megawatt-laundering that was referred to earlier, the Get

Shorty strategy that Rich Armstrong talked about earlier.
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Those kinds of Enron trading strategies would
have become known as the Enron trading Strategies.

Onthegasdde bascdly -- if | cantakea
quick look here. At the Henry Hub in Louisang, they were,
in asemi-complicated arrangement, trading off between the
physica and the financid derivatives markets to run up the
price for gas and then run it back down again to profit from
that transaction or from those transactions.

| suspect Rich or Don can probably fill ina
little bit more detail, but it was essentidly driving up
the price and then driving it back down through the use of
Enron Online, their dectronic trading platform.

With respect to Rdliant and BP Energy, the
Stuation was somewhat different. These were particular
transactions that took place where BP Energy, at least the
record seems to indicate the BP Energy trader got in touch
with the Reliant trader to prearrange a sevies of
transactions to drive the price up and then to buy it back.

19

That is, they would drive the price up on the
eectronic platform -- in this case, it was the Bloomberg
electronic platform -- and then off the platformin a
private deal, they would arrange to undo the transaction.
This happened, | think, either two or three times. | don't

recal offhand.
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But basicdly they were driving the price up,
doing the transaction, and then immediately undoing it,
which would dlow in amark-to-market accounting-driven
indusgtry, it would dlow them to mark up the vaue of their
portfolio, based on the high price that would appear on the
platform.

But again, that transaction had been undone, off
the trading platform.

COMMISSIONER BROWNELL: Andin the latter
Situation, that's not speculation on our part; that's based
on tapes of conversations where intent is clearly described
by both parties.

MR. GREENFIELD: Yes, that's our reading of the
evidence, yes.

COMMISSIONER BROWNELL: Thank you.

CHAIRMAN WOOD: Let's vote on the orders.

COMMISSIONER MASSEY: Aye.

COMMISSIONER BROWNELL: Aye.

CHAIRMAN WOOQOD: Aye.

Thank you dl again. At thisjuncture, we would
like to ask for a Staff update on the 100-day discovery
review that was begun by an Order of the Commissonin
November, resulting in, | think, 103 days, dueto a
snowstorm+-related extension that we granted on March the

3rd. It resulted in anumber of filings corring into the



Commission, which were responded to last Thursday, whatever
date that was, the 20th. So, thank you dl for coming

forward. Give usjust an update on the process and what
you're finding and what happened.

SECRETARY SALAS: Mr. Chairman and Commissioners,
thisis a presentation by Jason Stanek, who is accompanied
today by Katherine Wadbauer, and Sanjeev Jagtiani.

MR. STANEK: Good morning, Mr. Chairman and
Commissioners. March 3rd marked the end of the 100-day
period where parties were permitted to adduce evidence that
was either indicative or counterindicative of market
manipulaion that may have occurred during the Cdifornia
Energy crisis of 2000 and 2001.

Many parties, including the Cdifornia parties,
which is comprised of the people of the State of Cdifornia,
the Attorney Genera of the State of Cdlifornia, the
Cdifornia Electricity Oversght Board, the Cdifornia
Public Utilities Commisson, Pacific Gas and Electric
Company, and the Southern Cdlifornia Edison Company, as well
as generators and sellers of dectricity dso made filings
on March 3rd.

Commisson Staff from the Office of Markets,

Tariffs, and Rates; the Office of the General Counsdl, and
the Office of Market Overdaght and Investigations, had

jointly reviewed these voluminous filings during the past



three weeks.

The evidence submitted includes Enron memas,
publidy-available GAO reports, press articles, a CPUC
report on its wholesale eectric generation investigation
issued in lagt September, various Commission Orders, and
initid decisons, and Cdifornial SO reports on Enron
trading and scheduling practices.

Much of this evidence has been submitted in
ongoing proceedings, and is currently publicly available.

| will now summarize the main arguments that were
presented by the California parties and those contending
that market manipulation occurred.

The Cdifornia parties Sate that the pricesin
the spot markets operated by the Ca PX and the Ca 1SO were
unjust and unreasonable from October 2, 2000 to June 20,
2001, to the extent that they exceeded the mitigated market
clearing price, otherwise known as MMCP.

They contend that pricesin the ISO and PX spot
prices before October 2, 2000, were not consistent with
sdllers market-based rate tariffs and those of the ISO and
PX. They dlegethat slers physcaly withhed from the
market by placing units in reserve shutdown, declaring fase
outages, and not bidding operationa unitsinto the PX and
SO markets.

Many of the physicd withholding events occurred
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during 1SO-declared system emergencies. They dso dlege
that sdllers economicaly withheld generation from the
market by bidding high and in excess of its codts, S0 asto
deliberately price themselves out of the market.

They contend that sellers participated in
drategies, including Fat Boy, Ricochet, ancillary service
games, uningtructed generation congestion games, and they
a0 dlege that sdlers shared non-public generation outage
information.

The parties dso clam that natural gas border

priced indices currently used in the refund calculations

pursuant to the July 25th refund Order, were manipulated and

not reliable or appropriate for use in this proceeding.
They request that the Energy Exchange transactions be
subject to refund and sales greater than 24 hours be subject
to refund.
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Accordingly, indicative of anumber of parties,
the Cdifornia parties sate, quote: Given the totaity of
the wrongful conduct involved, it is not possible to isolate
the harmful effects of any one violation or any one bad
actor. The Commission therefore should:

1. Reduce the market clearing price in the ISO
and PX spot markets to the MMCP cap for the period from May
2000 through June 20, 2001.

2. Apply that priceto dl spot market sdesin
the 1SO and PX, even if the seller was able to coerce the
ISO into out-of-market sdes, as long as one month or into
energy exchanges rather than sdes for cash; and

3. Apply pricesto al short-term salesto the
Cdlifornia Energy Resource Scheduler, otherwise known as
CERS, that wasfilling the role origindly filled by the PX
or responding to sdllers refusa to sdll to the ISO.

Smilaly, Pacific Northwest Municipas argue
that the Western Electric Coordinating Council isone
market, and to support its clam the WECC isasingle
market, they provide models of spot pricesin Cdiforniaand
the West and found that a high correlaion of prices among
the trading hubs. They aso contend that the pricesin a
number of the long-term contracts were based on spot prices.

24

The generators came back, the opposing camp, and



the generators and sdllers into the Western markets, argued
to the contrary. In their filings, the generators made

three primary argumentsin support of their clam that they

did not engage in any abuse of market power that would have
resulted in amaterid effect on wholesde pricesin
Cdiforniaand the West.

Fird, the generators contend that the high
prices and price volatility in Caifornias spot markets
were the result of high demand coupled with a sgnificant
loss of supply.

Second, the generators contend that during the
period under congderation the vast mgority of price
vaidaionsin the Western markets can be explained by
fundamenta economic factors.

The generators contend that it was not market
manipulation but fundamentd factors that were largely
respongble for the adverse market conditions. Such factors
indude:

Abnormally hot weether conditions resulting in
increased demand;

A high levd of planned and forced outages
resulting in as much as 7,500 megawtts offline;

The expanding tech economy out West which caused
electricity demand to exceed historic pesk levels and dl

reasonable forecasts;



Increased dectricity demand for pollution
credits at sgnificantly increased cods.

Similarly, emissons credits on many thermd
units prevented them from operating more than a certain
number of hours per year. There was aso increased credit
risk associated with PG& E and So Cal Edison's ability to pay
for energy purchases, and this undermined the
creditworthiness of the ISO and PX markets, which had the
resulting effect of decreasing supply and increasing prices.

They dso point to the fact that no sgnificant
generation had been added to Californiain recent years.
There was inadequate transmisson capacity for existing
infrastructure. There was a doubling of natural gas prices
coupled with the increased reliance on gas-fired units.
There was ds0 sgnificant reduction of importsin energy
from the Pacific Northwest.

Lastly, they clam that the industrid owned
utilities falled to make payments to qudified
facilitiesthereby reducing the available energy supplied by
nonutility generators.

On the other hand, the generators dso argued
that Cdifornials market design wasiill-conceived, and that
the state's attempt to restructure the energy industry was a
falure. The generators note that structura design flaws

hd ped push the price of dectricity in the Cdifornia



markets during the crigs.

The flaws the generators cite include a bidding
structure where buyers attempted to reduce their average
price by underscheduling in the day ahead market and
shifting their purchasesto red time; aretal rate freeze
which provided consumers with no incentive to decrease
demand. Additiondly, the state didn't encourage any
voluntary conservation until blackouts occurred.

And the generators a so contend that the State's
restructuring required I0OUs to divest dmogt hdf of ther
generation and to buy and sdll power dmost exclusvey
through the Ca PX spot markets. This prevented the
utilities, they say, from hedging their risk by developing a
portfolio of short-term and long-term products.

Last week on March 20th, gpproximately 90 parties
filed rebutta. They conast of power suppliers, public
utility digtricts, irrigation digtricts, as well as many of
the parties that submitted evidence earlier on March 3rd.
The responsive pleadings contained at least twice as much
materid aswas submitted in the March 3rd initid filing.

In rebuttal, many sdllers presented evidence
specific to their particular conduct which such sdlers
alege show that they did not seek to manipulate the market.
As such, the bulk of the rebuttals address allegations that

have been raised previoudy.



For example, with regard to dlegations that
sdlers scheduled export transactions in the day ahead
market and then scheduled import transactionsin the same
energy in red time, severd sdlers noted that they were
continudly buying and sdlling energy on adaily bassto
keep up with the volatility of their loads needs.
Therefore, it is not surprising that this might lead to
buying and resdlling or sdling and then repurchasing the
same energy from one day to the next.

Given the large volume of materia received on
March 3rd and March 20th, it will clearly require some more
time for Commission Staff to evduate al this material and
determine what should be directed into upcoming and ongoing
proceedings.

For example, Cdifornia parties and others
provided extensive examples of transactions and other
behavior which they dlege to be affirmative market
manipulations. Moreover, agreat ded of datawas submitted
to show that in some cases, generators ddiberately caused
outages.

Generators, however, have provided aternative
explanations to support their pogtions that the
transactions were legitimate. Therefore, we are committed
to carefully evaduating dl the materid submitted.

Mr. Chairman, as you noted, the bulk of the

61



evidence from the 100 days filing will be made available to
the public eectronicdly viaa dedicated Web server at 5:00
p.m. today. And we want to thank the docket staff and the
Office of the Secretary for their efforts.

Our team would aso like to thank Jennifer
Shepherd, who served as our team leader but unfortunately
was not able to be here today.

Thank you. This concludes my presentation.

CHAIRMAN WOOQOD: Jason, thank you. And thank your
folks. | know you dl have kind of disgppeared down into
the bowels for the last month, so the sunis out, but the
work isn't done. And | appreciate your honest assessment of
the substance and the volume. And it's| think, to build on
the Nords earlier comment, it isincumbent on usto redly
weigh it and evduate it S0 we don't park any of the further
proceedings that may come out of this into some open-ended
proceeding that goes on for months on end; that we give it
some up-front focus from the Commission.

So | gppreciate your efforts and those of al the
other folks who will be working in the next month to pull
that dl together.

Questions for the team?

(No response.)

CHAIRMAN WOOD: Thank you very much.

COMMISSIONER BROWNELL: Just athank you. Not



only was that a great presentation, but | think you've begun
to do the work of sorting through a voluminous amount of
information, but determining what's new and what's not new |
think has been agreat serviceto everyone. I'm grateful.
We hope Jennifer is having agood timein London, and for
the team it's Spring outside, and it might be summer by the
time you're through, but well keep you posted.
(Laughter.)
COMMISSIONER MASSEY: There's obvioudy some
overlap in the evidence between that disclosed by the so-
caled 100 days of discovery and that disclosed by the
Gdinasreport. The litigants, market participants, did not
know what the Gdlinas report would ded with, so thereis
definitdy afar amount of overlgp and some new suff too.
So thank you very much.
SECRETARY SALAS: Mr. Chairman and Commissioners,
the next item in the discusson agenda this morning --
CHAIRMAN WOOD: Why don't we take, for the Court
Reporter and others, why don't we take alittle bit of a
break? Just two minutes,
(Recess.)
CHAIRMAN WOQOD: Madam Secretary?
CHAIRMAN WOOD: Yes. Mr. Chairman and
Commissioners, the next item in your discusson agendais E

17. Thisis San Diego Gas & Electric Company, and thisis a



presentation by Leonard Tao.

MR. TAO: Good afternoon, Chairman,
Commissoners. E-17 isan order that addresses proposed
findings by the Presding Adminidrative Law Judge in this
proceeding concerning refunds for Cdiforniafor purchases
made in its organized spot markets from October 2nd, 2000
through June 20th, 2001.

In past orders, the Commission found serious
flawsin the eectric market structure and market rules for
wholesde sdes of dectricity in Cdifornia, and that these
market structure problems, in conjunction with an imbaance
of supply and demand, caused unjust and unreasonable rates.

The Commission initiated formd evidentiary
hearings in these proceedings to further develop the record
regarding the implementation of the Commisson's mitigated
market clearing price methodology and a determination of a
refund amount for the 8.5-month refund period.

In December 2002, following the establishment of
an extengve hearing record involving more than 100 active
parties, the Presiding Judge issued proposed findings that
suppliers owe the Cdifornia Independent System Operator and
the California Power Exchange an estimated total of $1.8
billion in refunds.

Because of the outstanding balance owed to

suppliersis currently $3 billion for dectricity ddivered



but unpaid over the refund period, the Presiding Judge
caculated that the new baance owed to suppliersis
approximately $1.2 billion.

Today's order makes severd sgnificant findings.
Central to the determination of a refund amount, the order
adopts a new proxy that is designed to replicate as best as
possible competitively derived spot gas prices used in the
computation of the mitigated market clearing price. This
proxy relies on producing area prices plus an dlowance for
transportation costs.

In addition, the order dlows generators to
recover certain gas codts for spot gas purchases during the
refund period. This proxy method strikes a bal ance between
protecting customers from prices based on market
manipulation and protecting suppliers incentives to compete
in the Cdifornia energy market.

Through thus proxy method, the caculation of
mitigated market clearing priceswill yidd just and
reasonable prices for customers that used Californias
single clearing price auction during the refund period.
Basad on Staff estimates, we believe that Cdifornians will
receive a net refund after deducting the current balance
owed to suppliers.

As dictated by the gpplicable federd

regulations, request for rehearing concerning the issuesin
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this order are due 30 days from the issuance date of this
order. Accordingly, inthisorder, the order defersthe
settlements and billing process to calculate afind refund
amount until after the Commisson makes afina decison.

Findly, | must thank severd people who made
sgnificant and important contributions to the completion of
thisorder. First and foremogt, Rehim Amerkhail, who is
enjoying probably at this minute a very nice dinner on the
River Thamesin London with hiswife Jennifer. Shaheb d
Sakam, JB. Shipley, Shar McWayne, and of course the
remarkable team of Don Gdlinas, Rich Armstrong and adso Bob
Flanders.

Thank you.

COMMISSIONER MASSEY: Go ahead. I'll defer to
the two of you for just a minute.

CHAIRMAN WOOD: The process for getting the
information for determination of the actua costs, how will
that step out?

MR. TAO: Wewill review any comments and
requests for rehearing of the issues. Once those due
process concerns have been addressed and we've addressed dl
of the rdlevant comments and made any changes at that point
that are necessary, we can -- | suppose we have afew
options. We can, like the judge, as the judge did, we can

direct the Cd 1SO and the PX to rerun thar settlements and

66



billing processes to come up with anumber. It's possble
we could hire an outside agent to run those numbers. |
guessit'sacal well have to make down the line.

But as soon as we can focus in on getting some of
these issues finaly settled, well be ready to go with
running those numbers into those formulas.

CHAIRMAN WOQD: Asto the offset issue, whichis
defined as the difference between what the market clearing
priceis used, what gasinput is used for the market
clearing price, and what's the price that was actualy paid
by the suppliers? How isthat process going to work?

MR. TAO: Specificdly, how are the individua
generators going to -- regarding the cost dlowance issue?

CHAIRMAN WOQD: Correct.

MR. TAO: Okay.

CHAIRMAN WOQD: Isthat deferred until after
rehearing too, or can we get Sarted on that?

MR. TAO: That will have to wait until after
rehearing. Asit currently stands, we would have each of
the generatorsin the order of the short-term spot gas sales
that they havein their portfolios submit records of their
actud cogts. They will have to sequentidly put in those
gas costs up to the amount, each of those transactions up to
the amount that they spent on those spot gas sales --

purchases, | should say.



And thiswill ensure thet the fuel cost dlowance
that we're returning back to the generatorsis specificaly
for those spot gas purchases by those generators.

CHAIRMAN WOOQOD: Canwe go ahead -- | don't think
that it's dependent upon the 1SO rerunning the data to go
ahead and get that account information back in here so we
can not extend this --

MS. MARLETTE: Right. | mean, we had talked
about the possibility of giving them 45 days to come in with
ther information. | don't know, Lynn, if that would
interfere in the event the Commission were to change its
mind on rehearing. But | don't think thet's likely.

So one option would be that you could go ahead
and get the information in. It's not reflected in the order
right now.

CHAIRMAN WOQOD: Let'sget on with that. Why
don't we fix that order and maybe get that fixed this
afternoon and put that out SO we can get going on that
aspect of the cdculaion? Because| think the rest iskind
of laid forth how that's supposed to be done.

MR. LARCAMP: 1 think dl you probably needisa
brief ordering paragraph, because | think the substance is
in the order itsdf.

MS. MARLETTE: Right. Soyou canjus vote

subject to us putting that in.
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CHAIRMAN WOOQOD: Okay. Which would say 45 daysto
be followed by atechnica conference?

MS. MARLETTE: If youd like, we could do that.

CHAIRMAN WOOQOD: Yes. Why don't we give another
-- 40 and 20, and then we can get this up here by the end of
May.

MS. MARLETTE: Okay.

CHAIRMAN WOOD: Anything ese?

COMMISSIONER MASSEY: When we sent this matter to
Judge Birchman in our July 25, 2001 order, there were two
aspects of it that | disagreed with at the time and wrote a
Separate dissent on.

One of these matters on the issue of
nonjurisdictiond entities, thenr Commissioner Bregthitt
joined me on. And one of the aspectsis whether we can
extend the refund obligation to nonpublic utilities that are
otherwise nonjurisdictional. And my postion in July of
2001 was that we could not.

| understand the retionale for the order. It has
adrong viscerd gpped as amatter of equity. Butl am
concerned about the jurisdictiond question, and | il
have not reached the conclusion that we have this authority.

The second part isthe incluson of the 10
percent creditworthiness adder in determining the mitigated

market clearing price for refunds. And | said a thetime
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that | disagreed with including that adder. My position
remains the same; that the adder is not necessary and the
formula should be adjusted accordingly.
In other respects, | agree with this order. |

agree with the changes that we are making in determining the
gas price inputs into the market clearing price, and | agree
to the changes that we're making that take into account the
Gelinas report.
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COMMISSIONER BROWNELL: I'm asking this question
as aclarifying onefor the people in Cdiforniawho heard
discussion of refunds and expect they will get acheck in
themail. Wherewill the refunds go?

MR. TAO: The refunds would be owed to the Cd
ISO and the PX.

CHAIRMAN WOOD: And the offsetting $3 billion is
largely in the PX as collaterd, and in the bankruptcy suit
with PG&E, or isthat coming from somewhere else? Did the
Judge mentioned it here?

MR. TAO: | dont recall specificaly how heread
that out.

CHAIRMAN WOOQD: The offset for the number that
was bandied about here is actudly sequestered in other
places. It doesn't end up coming out that's not aready
been paid. Therésalotinthiscase. | tip my hat to the
Judge. | guess| was one of the impatient souls wondering
where this case, and of course | found out when you read the
voluminous comments on the Judge's findings, pro and con,
it's no secret why thistook aslong asit did. | therefore
apologize for my kicking the wall about how long this took.
It's appropriate to do thisright. | think itiswise.

Let's get the rehearings in before we ask the SO to re-run
al the data so we just have it one more time, because |

know that's a 9gnificant effort, and quite frankly, we need
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to keep the lights on and the power lines up, aswell as
help us clean up the historica issues here.
So | could have gone different ways on different
stuff, but | do think at this stage, it's appropriate here.
The actions we take in this order and | appreciate the give-
and-take we've had over the past severa weeks, grappling
with this particular initid decison. | think we hit the
right balance here, so | will support it. Let'svote.
COMMISSIONER MASSEY : For thereasons| just
mentioned, no, in part.
COMMISSIONER BROWNELL: Aye.
CHAIRMAN WOOQOD: Aye.
SECRETARY SALAS: Thefind iteminthe
discussion agenda this morning isajoint presentation of

E-21 Puget Sound Energy, E-23 Cdifornia Public Utilities

Commission, and E-24, Nevada Power Company. Thisisajoint

presentation by Mike Bardee. He's accompanied by Jonathan
Firg and Olga Kolotushkina

MR. BARDEE: Good afternoon. Pending before the
Commission are threeinitial decisons on complaints seeking
to modify long-term contracts for wholesale power signed
during the western energy criss. Thefird caseisE-24,
the Nevada Power Case, in which complaints seek to modify
over 200 contracts entered into with ten sellers.

The second case is E-23, the Cdiforniacase, in
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which complainants seek to modify over 30 contracts entered
into with 23 slers.

Thethird caseis PacifiCorp, Docket Number
EL 01-80 in which the complaint seeks to modify 12 contracts
with four sdlers

Briefing by the partiesis not concluded in the
PecifiCorp case s0 the rest of my remarks do not address
that case.

E-23 and -24 were st for hearing to determine
whether the dysfunctiond markets were under the Cdifornia
ISO and PX adversdy affected the long-term bilaterd
markets and if 0, whether the effect was of magnitude
warranting a magnification of the long-term contracts. In
addition, for those contracts that did not have an explicit
Mobil Sierra Clause, an issue set for hearing was whether
the complainants must meet the Mobil Serra public interest
standard of review or the lower just and reasonable standard
of review.

In the Nevada Power Case, the ALJ found that the
Mobil Serrapublic interest sandard of review appliesto
the contracts at issue, and that complainants failed to
establish that the dysfunctions of the CAL-1SO and PX spot
markets adversely affected the long-term bilaterd markets.
The ALJ therefore concluded that the contracts at issue

should not be modified.
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In the Cdifornia case, the ALJ found that the
Mobil Serrapublic interest sandard of review applies, and
as ingructed by the Commission, certified the record of the
case directly to the Commission for consderation of dl
other issues.

In E-21, an ALJissued recommendations and
proposed findings of fact on a complaint filed by Puget
Sound. Puget asked the Commission to cap the prices at
which jurisdictiond sellers could sdll power into the
Pacific Northwest wholesale spot power markets.

Although the Commission additionaly dismissed
Puget's complaint, on further consderation, the Commisson
directed the ALJ to develop arecord on whether there may
have been unjust and unreasonable charges for spot market
bilatera salesin the Pacific Northwest from December 25th,
2000, through June 20, 2001.

The ALJ concluded that claimants hed failed to
establish that the pricesin the region were unjust and
unreasonable. The ALJ stated that the record did not
support dlegations of market manipulation. The ALJds0
noted that the claimants had not established under the Mobil
Sierrapublic interest standard that the contracts should be
modified and that further proceedings ordered in this case.
The gpplicability of the Mobil Serra doctring, to the

goecific dams agang bilaterd transactions would have to
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be determined.

Staff'sfind report on itsinvestigation, as
discussed earlier, finds that during the period January 1,
2000 through June 30, 2001, there was a particularly
significant relationship between spot and forward power
pricesin thewest. The report finds that spot price
digtortions flowed through to forward power prices,
particularly for contracts with one-to-two year terms.

Staff recommended that for contracts subject to ajust and
reasonable standard of review in the long-term contract
cases, the Commission should send Steff's andysisto the
AL Js to uses as seen fit to resolve the complaints.

Staff has andyzed the Mobil Serraissue for the
purposes of E-21, -23 and -24. Staff recommends defining
the public interest gandard asfollows. Complainants would
need to show that the contract prices are so high asto
thresten a buying utility's ability to maintain reliable
sarvice for its customers or to cause sgnificant
demonstrable economic harm to end use customers or other
non-parties. Such harms, if shown, would need to be
balanced againgt any adverse effects of contract abrogation
on wholesale competition, infrastructure investment or long-
term reliability of supply and ddivery.

Staff has not finished reviewing the records in

E-21, -23, and -24 but our review to date indicates that
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none of the complainantsin these cases has met the public
interest tandard of review. Accordingly, our
recommendation & this time would be to deny the complaints.
Thank you.

CHAIRMAN WOOQOD: Nora?

COMMISSIONER BROWNELL: Thisisnot an easy day.
The Puget Sound Nevada Power CPUC cases dl present acommon
issue, whether in fact it is @ppropriate for this Commission
to abrogate contractsin light of the dysfunctions of the
western spot power markets during 2000 and 2001. The Puget
caseinvolved bilaterd spot power purchases in the Pacific
Northwest, predominantly under the WSPP umbrella agreement.
The other casesinvolved forward purchases for longer
periods under ether the WSPP agreement, the EEI master
agreement or the other bilateral contracts.

The WSPP isthe largest dectric trading
organization in North America with nearly 250 members, 23
percent of which are IOUs, 32 percent of which are publics,
and 44 percent of which are marketers and the remainder are
IPPs. The WSPP agreement effectively serves as the market
form for the Pacific Northwest. It isthe most heavily used
sdes contract for physicd ddivery in the industry.

WSPP agreement provides standardized products,
terms and conditions but aso provides partiesin any given

transaction, the ahility to individudize contract terms.
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THe issue of how to weight contract sanctity in the context
of the western power crisisis, to say theleadt, avery
difficult one. And we have dl spent many deegpless nights
pondering it.

| have been clear in my prior statements about
the belief in the sanctity of contracts and I've Sated
previoudy that | believe the judicia precedent on the
Mobil Serra Doctrine warrants gpplying the public interest
standards to contract abrogation unlessthere is specific
language in the contract that invites the Commisson to
apply alower standard.

Three Adminigtrative Law Judges assigned to these
cases have dl unequivocdly agreed. Therefore the question
In these cases now is not whether the contract rates are
unjust and unreasonably high but whether the public interest
standard demands that they be changed, and | struggle with
this question. How can it be, how can we answer the
question? How can it be that contract rates that are
consderably higher than prevailing prices due ether to
dysfunction or manipulation bein the public interest. It's
avery difficult question and one that on its face gppears
eadly answered. Of course they can't be.

After dl, it's our nature to want to pay the
lowest price we fed like we bargained well and we got the

best dedl. However, price done cannot be the only
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condderation. Rather | believe we should measure the
entirety of the contract, the totdlity of the circumstances,
and whether the benefits of unwinding the dedl exceed the
costs of doing 0.

For me, the sanctity of contractsis not some
dry, legd doctrine foisted upon the Commission by the
Supreme Court. Bilateral contracts entered into by buyers
and slers, in an effort to manage supply and pricerisk,
serve asthe basis of today's wholesae power markets.
Indeed, they are the very basis of our economic systemin
this country.

Parties to these contracts on an on-going basis
are making decisons to buy and sell power, and use dl the
information available to them. Partiesto contracts follow
the risk management practices of their companies. Bilaterd
contracts form the basis for infrastructure investment and
needed generation and transmission facilities vita to the
reliability of the nation's power system. Investors amply
will not participate in amarket in which disgruntled buyers
are alowed to break their contracts, at least without
charging aggnificant risk premium, apremium | believe
that we've seen in some of the marketplaces and a cost that
ultimatdly is borne by customers.

A trid has been held in each one of these four

cases 0 dthough we are dill uncovering new information
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about the causes of the crisis, we dready have awedth of
information about these contracts. Under normal
circumstances, given complainant's failure to demondtrate
that any of the contracts would have atangible adverse
effect on ratepayers or would sgnificantly undermine their
own financid hedth, | would not abrogate any of these
contracts. In fact, the evidence presented in these cases
demongtrates the contrary.

The Nevada Companies admit that the contract
prices were a or below prevailing market prices, evidence
does not show an excessive burden on consumers.

To the contrary, evidence shows that the Nevada
Companies projections assumed that they would file for a
rate decrease in excess of 20 percent in November 2002 in
their rate case.

The associated cases | think show smilar degrees

of circumstances, and I'm referring to Southern Cdifornia

Water Company and Tacoma. | do think that we need to look

a principleswhen we are looking at this. Firgt, I'm
influenced to the extent to which the complainantsin
different cases were acting to meet the immediate needs of
their native load.

For example, in the Puget Sound case, other like
CdifornialOUs, buyersin the Pacific Northwest were not

required to buy al of their power in the spot market.
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For example, over 99 percent of the City of
Sesttle's new purchases net purchases from December 2000 to
2001 were made under forward contracts. Nevertheless,
regardless of whether the Pacific Northwest buyers should
have put themselvesin a postion of relying on the spot
market. To the extent they did, they were forced to either
pay the dysfunctiond prices or let the lightsto out.

In contrast, buyers of forward longer term power
did not face such aHobson's choice. Second, | am
influenced by the timdiness of the different complaints.
This Commisson has said that in a market-based rate world,
if abuyer believes he is dedling with a sdler with market
power, he should not go ahead and Sgn a contract with that
sler, gt on hisrights, and then file acomplaint later
to try to get the contract changed. Rather he should filea
complaint before or smultaneoudy with the execution of the
contract.

In the Puget case, which | believeisthe
exception, the parties acted exactly as we had advised them
to. Puget filed its complaint in December 2000 and most
intervenors intervened within weeks of the complaint.

In contrast, the other complainantsin other
cases went ahead, signed contracts and then waited weeks or
even months before filing complaints.

Third, I am influenced by the srength of the



connection in the northwest with the Cdifornia Power
Market. The extraordinary circumstances that lead meto
even congder contract abrogation in these casesis the
meltdown in the Cdifornia spot market. Few would question
the link between the Cdifornia spot market and the Pecific
Northwest spot market.

In contragt, | believe thereis very mixed
evidence of the linkage between spot markets and forward
markets. Our staff report concluded there was a Sgnificant
linkage. There are many, many other sudiesthat disclam
such alinkage.

What happens today does influence what happens
tomorrow, but | think that type of linkage fdls short of a
causd rdaionship. The market participants that signed
contracts were experienced players who knew what weight to
put on spot market events when they decided to enter into
long-term contracts. Also, the long-term contracts, by
definition, reflect what the buyer and seller expect the
market to look like in the future when those contracts will
come to ddivery, not dysfunctions in the spot market.

Moreover, in the spot market the immediacy of
sarving load markedly distinguished the decisonmaking about
entering contracts and the factors that are considered in
entering into long-term contracts.

More importantly, this issue was squardly before
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the other ALJ in the Nevada hearing, two studies taking the
opposite position were presented and subject to extensve
cross examination and | believe the Judge concluded that the
studies done by Doctors Hogan, Harvey and Professor Kalt
were given substantia weight because they had run
sgnificantly more sengtivity tests and modeling to support
their conclusons.

| am influenced fourth by the Commission's
jurisdiction of oversdlers outside the Caifornia spot
markets. The Commission has asserted jurisdiction over
normaly nonjurisdictiona sdllers, atough question |
admit, Bill, in the Cdifornia spot markets based on
arguments about the specid nature of the organized |SO and
PX markets.

Whether these arguments will prevail in court
only time will tell, but the Commisson has concluded that
such arguments are not available to extend jurisdiction over
governmentd entities outsde the Cdifornial SO and PX
markets.

The Washington and Oregon Commissions,
interestingly enough, questioned whether it is equitable to
order refunds, given that many of the sdlers are not
juridictional. They expressed concern that under these
circumstances, refunds would be discriminatory and

disruptive of orderly regulation.

82



In the longer-term contract cases, complanants
were both buyers and sdllersin adaisy chain of
transactions. The record indicates that power changes hands
gx times from the point of generation until the last
purchaser in the chain. Any atempt to Sart unwinding non
gpot markets in the west will result in public utilities
bearing an unfair burden.
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Findly, | am influenced by the record influence
inthesecases.  Even if there were manipulation, equities
do not support aorogating the specific contracts. By that |
mean Nevada and the associated contracts with Nevada.

The exception | would make isthat | would
certainly not accept the CPUC, where | think the same
arguments hold true. The only exception | would consider
would be the 30-day and under contractsthat | think defined
the spot market in the Puget Sound case. 1'd like Staff to
comment about how we might go about dedling with process
that would evauate thet further.

MR. BARDEE: For the Puget Sound case,
Commissioner, if the Commission would conclude thet the
public interest standard of review had been met in that
case, the Commission would then be required to set the just
and reasonable rate for those arrangements, those contracts.

17

There would be possibly two ways to go about
that: Onewould be to have afurther process directly with
the Commission, meaning the Commission could seek comment
from the partiesin the case on how it should set the just
and reasonable rate.

Then the Commisson could make its decison. The
other dternative that comes to mind would be to remand the

proceeding to the Adminigtrative Law Judge to conduct a



gmilar determination and make a recommendation to the
Commission.

Then there would be briefing on exceptions and
opposing, and it would be back with the Commission.

COMMISSIONER BROWNELL: I'm open to the process.
| think that in the interest of equity, | was persuaded by
the Puget Sound timeliness and some of the arguments, as|
am unpersuaded to consider abrogating any of the other
contracts, dthough we have Pacificorp coming up in the next
round.

I'd like to move forward, if my colleagues agree
that we should even consider looking at the Puget Sound
case, to move forward expeditioudy so that once again, we
can bring resolution.

COMMISSIONER MASSEY': With respect to the spot
prices in the Pacific Northwest, which we would define as 30
daysor less, | think | agree with Commissioner Brownell
that we should take alook at those prices, and | would
support any reasonable procedures to do that, any reasonable
Staff recommendations about how to do it.

Let me say -- should we just talk about that for
aminute, that aspect of it? Talk about al of it? All
right.

I've struggled with the standard of review that

we should apply whenever these cases were sent to hearing.



| often wrote a separate statement saying that | thought it
was our solemn responsibility under the Federal Power Act,
as| read it, to ensure just and reasonable prices dl the
time.

That doesn't just mean in spot markets. That
means long-term contract marketsaswell. Thereisno
exemption for those markets in the Federal Power Act.

A market isamarket. A cortract is a contract,
whether it's short-term, long-term, or whatever.

I'm aware of the complexity of the Mobil and
Seracases. Thereisavery thoughtful debate among the
three of us about how to gpply those somewhat murky
standards, and we may not reach the same point.

| must say that | was persuaded by the findings

in the Gdlinas report, which echoed what just makes common

senseto me, which isthat there isavery sharp correlaion
between spot market prices and long-term contract prices
that are negotiated in the same timeframe.

| put mysdlf in the position of the market
participants out West. The spot prices were raging out of
control.

The Commission had declared them to be unjust and
unreasonable, yet the Commisson had not at that point,
taken the kind of firm steps that were necessary to ensure

that the prices were just and reasonable.
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And it was unclear to the market participants,
what the Commisson would do, ultimatdly. It was hard to
predict.

Would the Commission dlow these pricesto rage
on? | remember that the Commisson issued an Order in
February of 2001 that's emblazoned in my memory. |
dissented on it, but the Commission said -- thiswas at the
height of the crigs -- the Commission said that any bid
into the Cdifornia market that's $430 per megawatt hour or
less, we're not going to take alook at, the implication
being that it's probably just and reasonable.

Soif | were amarket participant out there
seaing that and | could negotiate along-term contract for a
buyer, | could negotiate for $200, $250 not knowing how long
these $430 or $500 prices or $700 prices would continue.

Waan't that a reasonable thing for meto do? |
think the answer isyes. That doesn't make those prices
just and reasonable in that contract.

If the spot market prices were unjust and
unreasonable, the Gelinas report finds thereés astrong
correlation between those prices and the impact on long-term
contract prices, which just makes common sense. Infact, in
our standard market design NOPR, not specific to the Wes,
but we point out that correlation.

One of the reasons we propose awedl functioning
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spot market is because we understand, as afedera agency,
that awel functioning spot market isliterdly the
centerpiece of along-term contract market, because that's
what market participants ook to, among other things. It's
not the exclusve thing, but it's a very important thing.

So dl those factors are swirling around in my
brain, and I'm wondering what to do about this.

On the one hand, | have Mr. Bardee's comment and
the Staff recommendation that setting aside these long-term
contracts is not recommended, that it will have a dramatic
impact on the future of competitive markets, if market
participants don't believe that they can rely on long-term
contracts. | respect that point of view.

Hereismy question: What is going to be the
future of competitive markets if market participants don't
believe this Commission will sep in to reform long-term
contracts that are unjust and unreasonable? In't that a
foundation for competitive markets as well?

So | could argue that the future of competitive
markets actually depends upon market participants having
fath. If were going to have markets, this Agency will
monitor them, oversee them, and if they rage out of control,
wewill sepin. We will ensure that prices arejust and
reasonable dl thetime.

And that weighs on me, that counterbaancing
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factor. Werein the difficult position here because the
Mobil and Sierra doctrines arose in a cost-based system.
They didn't arise in amarket-based system.

In asense, the factors that you take into
account in determining whether you're going to respect a
contract in a cost-based system, may be sharply different
from the factors you take into account in determining
whether an unjust and unreasonable contract is nonetheless
respected in a market-based system.

Y ou're probably utterly confused about what I'm
going to do.

(Laughter.)

COMMISSIONER MASSEY: But let me say that |
believe -- and I'm il looking & the facts of dl of
these cases -- but | am persuaded by the Gelinas report that
there was a correlation between spot prices, certainly a
correlaion, as Commissioner Brownell points out, spot-to-
spot. Spot in Cdifornia certainly influenced spot in the
Pacific Northwest.

| think spot in Cdiforniainfluenced -- srongly
influenced long-term contract prices, and | believe I'm
going to come down on the side of remedying that, and |
don't know whether I'll gpply the just and reasonable
standard, or the public interest andard, but | believe

that the public interest iswdl sarved by this Commission
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ingsting that markets produce not only just and reasonable
spot prices, mid-term prices, but aso long-term prices.

| think markets need to believe that if that's
not going to be produced, that this Agency will step in and
remedy it, otherwise, nobody is going to want to have
markets for eectricity.

That'stheway | fed about it. So those arethe
Issues I'm going to take into account, as we findize these
cases.

CHAIRMAN WOQOD: Bill, do you have any thoughts on
the Puget issue?

COMMISSIONER MASSEY: | agree with Commissioner
Browndl on the Puget issue.

CHAIRMAN WOQOD: Thisiswhy | gettogolast. |
think, largdly, | am more consonant, Nora, with your view
than with Bill's on this more broadly. | would liketo lay
out publicly how | get there.

| think the standard of review isimportant.

Weve lad out for oursalves, in the Mobil-Serrapolicy
datement, which had alot of actudly very helpful timely
feedback on thisissue as we have been grappling with it,
redly for the better part of the last dmost year, Snce

last April when we sent the Nevada SCWC and Snohomish
complants over.

We asked -- | think there were a handful of the
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CDWR cases and maybe the Snohomish contract, yes, as well,
that had actud explicit language dong the lines that we

had talked about being truly the public interest language

that the parties put in there.

But the balance of the contracts did not have
that language, so we asked the judges to look at redly what
isthe intent of the parties as to what the standard of
review should be, and | respect their conclusonsthat, at
least asto the cases we have so far, that the public
interest standard is applicable.

Then that gets us to the question of what isthe
public interest gandard? | would just lay out, as|
mentioned to you dl individudly, but lay out certainly the
three that are traditiona in case law, which are the effect
on the utility, the effect on its customers, and whether
there is any undue discrimination.

Clearly, those are there, and in this case, |
guess, as | would think you both have pointed out, clearly
the focuswhen itsasdler -- | mean, abuyer wishing to
reform the contract, and he's awholesde customer, that you
look to the customers, the utimate, end-use customers for
that andyss.

Also, in bdancing the public interest, I'm dso
mindful, I think, Bill, of an issue you raised back when we

put out the policy satement. Did you bascdly haveto



agree to aMobil-Serra cause? Wasit under some sort of
duress that you had to put that in there?

But, more broadly, was there kind of the economic
duress? | think you've covered that, certainly, in your
thoughts on that as well.

And then afifth item thet is particularly unique
herein light of what we asked our Staff to do, and which
they reported on in the Staff report, Chapter 5, that we've
al read countless times, that thereisa correlation
between the spot market and, in particular, the shorter of
the long-term contracts, the one- to two-year contracts.

That certainly isafifth prong if those

contracts are, indeed, that short, and there are a handful

herethat are. So, to me, those come in the door with meto

look at thenwhat are the totdity of the circumstances
here, in pondering whether to abrogate or revise these
contracts.

Some have four sandards, in my mind, that | look
at to balance the public interest. Those shorter ones, in
light of the Gdlinas report, have five.

We wisdly, when we referred these complaints to
hearing back in April -- and | believe the DWR contractsin
May or June -- asked for the Judge and the parties to
develop arecord for the totality of the circumstances.

How big apart of your overdl portfolio isthis

92



contract? Are these contracts?

| think your point, Nora, was a good one, when
you filed, how long was that Snce the time since you
entered into the contract? Isit buyer's remorse within the
period or not?

Wha are the implications for the price of this
contract for the balance of your portfolio? What are the
implications of it for your cusomers? What are the
implications of it for yoursdf? What were the
contemporaneous circumstances that surrounded the
negotiation? Were there other offers made where you kind of
stuck with take-it-or-leave-it and no one dsein line?

These factors, to me, are pretty difficult to put
aquantification next to. But, in my mind, particularly the
shorter-term contracts, in the Nevada case, in particular,
the Nevada and Serra contracts, the totdity of the
circumstances there: Why did you buy this power; what did
you useit for; did you buy more than you needed, lessthan
you needed?

In thisweighing of theissues, | cannot getto a
point, based on what I've seen -- and I've seen alot of
thisin this particular case -- | cannat, in weighing that
totality there, determine that the contracts should be
reformed or abrogated. | think even considering probably

that very big issue about the linkage between the spot
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market and the long-term market, that wasraised in the
Staff's proceeding, that does not offset the other factors
in weighing the public interest that would urge me to
abrogate these contracts.

So that'swhere | am on those today. | know we
do have more evidence to review in the 100-day discovery,
and I'm fine with that, but we spent alot of time on this,
and | do gppreciate that we dl come at it from different
history and different perspectives, but | have to say herel
do think that having these contracts be maintained where
they areis appropriate, is consstent with the law, and
consstent with the record that has been developed for us.
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I'm intrigued, and | agree with the
differentiation on Puget. | think to kind of clarify why,
and | think thisiswhat you said, Nora, but | just want to
make sure, if as we know these marketsin the West are
interrelated, we dlow for the spot market remediesin the
Cdifornamarket to be done, it isredly, to usethe
appropriate phrase, in the public interest for usto alow
that same remedy to occur in the adjacent market.

Certanly there was atimely complaint filed
based on the fact that they established on Christmas day of
2000. Itisatortured history, though. Actudly, last
night that was before | read -- | did deep actudly after
reading it, but | did read the comments about the
intervening parties, and it isamess. | do hope we can get
aprocessin place that can alow these partiesto redly
look a thisin the cdm light of a leest alittle bit of
delay from when they filed the complaint, and think thet
thisisthe way to go forward.

| do think | agree with you, Nora, | can say that
the weighing of the factors on the WSCC contract that were
talking about which prevailed in that market asredly a
subgtitute for what the ISO PX markets were doing in
Cdifornia, they are contractual. They do have language
that says parties may jointly filea 205, and is Slent for

206. | think the legd interpretation, and I'm not going to
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embarrass the church with my bad Latin, but if you include
one thing, then the excluson of the companion thing is
assumed. | think that isawell versed standard that | have
certainly voted on in my prior job severd times.

But | do think the WSPP contract is one that, as
the judges have andlyzed, doesraise it to apublic interest
review. | do think for the reesonsyou laid forth, Nora,
and maybe any that I've added, that that is a hurdle that
has been met and should be met here to alow for the 30-day
or less contracts, which are redly the equivdent of the
spot market outside of Cdiforniato be subject to
prospective from the day of refund mitigation.

| do think the biggest problem for me isthe
nonjurisdictionals. Y ou can't daisy chain back very farin
any of these sdes before you hit abrick wal. That is
redly beyond our jurisdictional reach. | do think itisin
the public interest and legal and correct to dlow that
complaint, to grant the rehearing on the complaint, and to
ingtigate today moving from December 25th forward to when we
put in the mitigation. But | do strongly think that we need
to find aforum where these parties can dl ook each other
in the eye and say do we redly want to go here. They have
arighttodoit. 1 would say in my mind, that's a good
one.

And | think one of the parties said thisin the



pleadings. Youdo havearighttodoit. | just wish you
wouldn't, because it'samess. | am guided actudly by the
State commissions there aswell that ook &t it from the
broader interest. But | do want to get the process set up
and then set it up certainly if theres a settlement
opportunity or if there's some opportunity for usto hear
back from parties before we can jump back into the spirdl.
So with that throwing off of thoughts, I'm done.
COMMISSIONER BROWNELL: Actualy, | think the
concept of settlement isagood one. Thiswasabig Stretch
for me, knowing as you dl do my fedings about the sanctity
of contracts. These weretruly a unique, one-time-only set
of circumstances | think that would lead usthere. Buit |
think it isavery complicated story. | think you have
people, the very people complaining who were sdlling in the
marketplace at $1,100, | think you had some people who were
complaining who actudly had pretty good contracts where the
sdler was taking the risk the first couple of years.
| think people should look in the mirror. And
what | would do is rush to settlement. | would offer the
sarvices of a settlement judge if my colleagues agreed,
because | think thisis part of avery, very ugly picturein
the West where | don't think frankly anyone is on the Sde
of the angels.

Bill, | appreciate your thoughts. This has been
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agony in many ways. But to answer your question about what
gives people confidence in the marketplace, | think these
things give people confidence in the marketplace. | think
that we say as we did following the Gdlinas report, were
going to take the following actions to make sure the rules
areright, because the rules aren't right. And we're going
to take actions to act promptly to ded with issues as they
come up in the marketplace. Because market gets responsive
very quickly. They respond dysfunctiondly, but they
respond. They don't wait for us or our departments to hang
around and do something.

So thefirg thing is we need to get the rules
right. The second thing iswe need to respond quickly. And
| think the third thing is something you referred to in your
opening remarks. | don't think we can let ourselves under
any circumstance get bulldozed into gpproving market designs
or market structures that we know inherently are destined to
failure the moment some other anomay in the market like
scarcity or whatever occurs.

| would hope that not abrogating these contracts
does not in fact cause people to lose confidence in the
opportunitiesin long-term markets. On the contrary, |
would hope for the opposite effect. But they are
responsbilitieswe have. | know we al take them

serioudy, but those are the answers.
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COMMISSIONER MASSEY: Werejust having afairly
robust debate here on thisissue. | believe that you and
Pat very much want to do the right thing here for the
markets, for consumers, for sdllers, for everyone. |
understand that. | redlly respect the way you're coming at
it. Your satements from both of you are very thoughtful.
And | appreciate that.

Let me ask aquestion. Did any of usdiscuss
where the market manipulation question fitsinto the
contract debate?

CHAIRMAN WOQD: | did. | went at it as one of
the public interest factors where they identified shorter
term contracts.

COMMISSIONER MASSEY: But what about for longer
term? Arewe gill weighing that? It is something | would
weigh. Il just say that. | think it'srelevant. It's
something | overlooked when | was explaining my views on
this.

So where do we go from here, Mr. Chairman?

CHAIRMAN WOOD: | think the Puget dedl is going
to certainly on some of the details, therewasalot in
Judge Cintron'sinitid -- or it wasn't exactly initid
decison, wasit? Prdiminary something.

MS. MARLETTE: Proposed findings.

CHAIRMAN WOQOD: That | found pretty persuasive.
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The actua caption of the complaint hasto be observed,
since even though the petitioner ultimately asked to
withdraw his own complaint, which were now denying, it was
captioned to be within the Pacific Northwest sdesto
customersin the Pecific Northwest.

| think that has to be acongtraint. | know some
other parties tried to make it more of a Westwide issue, but
| don't think that's what it was, despite what folks may
want it to be.

The 30-day definition of the spot, | know some
actudly argue that it should be lower than that, but in
fact it'snot that long. | do think the dominant balancein
the proceeding though isthat it was a 30-day or lesstype
market that people used to procure their kind of incremental
or decrementa supplies or to sall those, and seemed to be
pretty much from Bonneville on down a broad consensus that
that was the gppropriate definition of the spot. And |
think what in my mind | want to do is equate the timdy
remedy there to what we had done in Cdifornia

So it's the spot market in Cdifornia It'sthe
spot market in PNW. So even though they look different, |
think what we're after istrying to get the spot market.
There are some issues about exchanges and deeves. | think
the judge had made a conclusion that those should not be

conddered. | think therationde there was cartainly
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pretty strong.

COMMISSIONER BROWNELL: No ripple clams, no
deeves.

CHAIRMAN WOOD: Just look at the ultimate sdle
from the consumer buyer to his prior seller and look at
those transactions. That would be my thought, to get up an
order a that. And | think the process would be -- what
would we want to do, go ahead and send it to a settlement
judge? | asked partiesto brief what would be the
appropriate day to set a &R rate for that period of time.
That would be in the order.

COMMISSIONER MASSEY': | heard Nora suggesting
that we send it to ajudge. Wereyou?

COMMISSIONER BROWNELL: Thefirst stepisto
offer the services of a settlement judge for avery, very
limited period of time, then I'd say let parties brief, and
well make the cut rather than send it for another year's
worth.

| mean, | would say to the parties, thisis not
the 17th bite at the apple. We have alot of facts here.
And as| said, some not so pretty for anybody. So | think
people redly ought to focus on the issues at hand and get
resolution. Because asweve said, you know, resolutionis
what were after. Equity, certainly. But let'sbe

disciplined about this. First and foremost | would hope
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that the parties would settle.

CHAIRMAN WOQD: So we would need to make our
Mobil Sierra discusson finding as to why these would be
opened and go through an analysis which were going to
probably need to think about and talk about.

Smilarly in the other cases, dthough the
outcome gppears to be going the other way, | think we need
to lay out our andysis on that and bring thoseup a a
future meeting next month.

MS. MARLETTE: Wewill work on orderson all
three of those cases.

CHAIRMAN WOOD: Right.

COMMISSIONER MASSEY: Yes.

CHAIRMAN WOQOD: Thank you, Staff. | know this
has been a busy month, but everything here isimportant.
Thanksto you dl for doing what you're doing. And | want
to say | know our judges who performed thisandysisin a
rel short period of time are here. | want to thank you
al, Judge Cintron and McCartney for your efforts. Whereis
Judge Birchman? I've dready tipped my hat to him. There
heis. Ditto.

Okay, folks. Long day, and | appreciate the hard
work. Meeting adjourned.

(Whereupon, at 1:45 p.m. on Wednesday, March 26,

2003, the meeting adjourned.)



